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classified solely as that of customer except as follows
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors

Arcadia Investment Corporation

Portland Oregon

Report on the Financial Statements

We have audited the accompanying statement of financial condition of Arcadia Investment Corporation

the Company as of December 31 2012 and the related statements of operations and comprehensive

income changes in shareholders equity and cash flows for the year then ended that are filed pursuant to

Rule 17a-5 under the Securities Exchange Act of 1934 and the related notes to the financial statements

Managements Responsibility for the Finandal Statements

Management is responsible for the preparation and fair presentation of these financial statements in

accordance with accounting principles generally accepted in the United States of America this includes the

design implementation and maintenance of internal control relevant to the preparation and fair

presentation of financial statements that are free from material misstatement whether due to fraud or

error

Auditors Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit We conducted

our audit in accordance with auditing standards generally accepted in the United States of America Those

standards require that we plan and perform the audit to obtain reasonable assurance about whether the

financial statements are free of material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in

the financial statements The procedures selected depend on the auditors judgment including the

assessment of the risks of material misstatement of the financial statements whether due to fraud or error

In making those risk assessments the auditor considers internal control relevant to the Companys

preparation and fair presentation of the financial statements in order to design audit procedures that are

appropriate in the circumstances but not for the purpose of expressing an opinion on the effectiveness of

the Companys internal control Accordingly we express no such opinion An audit also includes evaluating

the appropriateness of accounting policies used and the reasonableness of significant accounting estimates

made by management as well as evaluating the overall presentation of the financial statements

We believe that the audit evidence we have obtained is sufficient and appropriate to provide basis for

our audit opinion

Praxit
MEMBER

GLOBAL ALLIANCE OF
INGEPENDENT FIRMS



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM continued

Opinion

In our opinion the financial statements referred to above present fairly in all material respects the

financial position of Arcadia Investment Corporation as of December 31 2012 and the results of its

operations and cash flows for the year then ended in accordance with accounting principles generally

accepted in the United States of America

Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial statements as whole

The information contained on pages 1012 is presented for purposes of additional analysis and is not

required part of the financial statements but is supplementary information required by Rule 17a-5

under the Securities Exchange Act of 1934 Such information is the responsibility of management and

was derived from and relates directly to the underlying accounting and other records used to prepare

the financial statements The information on pages 1012 has been subjected to the auditing procedures

applied in the audit of the financial statements and certain additional procedures including comparing

and reconciling such information directly to the underlying accounting and other records used to

prepare the financial statements or to the financial statements themselves and other additional

procedures in accordance with auditing standards generally accepted in the United States of America In

our opinion the information on pages 1012 is fairly stated in all material respects in relation to the

financial statements as whole

Portland Oregon

February 14 2013



ARCADIA INVESTMENT CORPORATION
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2012

ASSETS

Cash and cash equivalents 330432
Receivable from clearing broker 150000
Accounts receivable 66036
Marketable securities 14994
Equipment net of accumulated depreciation of

$137669 4536
Prepaid expenses and other assets 16080

Total assets 582078

LIABILITIES AND SHAREHOLDERS EQUITY

LIABILITIES

Accounts payable and accrued expenses 28318
Accrued profit sharing 100310

128628

COMMITMENTS NOTE

SHAREHOLDERS EQUITY
Common stock no par value 10000000 shares

authorized 20000 shares issued and outstanding 131404
Accumulated other comprehensive income 5394
Retained earnings 316652

453450

Total liabilities and shareholders equity 582078

See accompanying notes



ARCADIAINVESTMENT CORPORATION
STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME
YEAR ENDED DECEMBER 31 2012

REVENUES

Commissions and other fees 796778

EXPENSES

Employee compensation 401970

Employee benefits 174853

Payroll taxes 35611

Communication 32692

Professional fees 30387

Rent 26408

Commissions and floor brokerage 23040

Travel and entertainment 18880

Supplies and printing 12899

Taxes and licenses 7378

Regulatory fees 6198

Dues and subscriptions 3619

Insurance 3128

Depreciation 2712

Miscellaneous 2053

Bad debt expense 1575

Postage 1558

784961

INCOME FROM OPERATIONS 11817

REALIZED GAINS ON SALE OF MARKETABLE

SECURITIES 10098

INTEREST INCOME 1982

NET INCOME 23897

RECLASSIFICATION FOR GAINS ON SALE OF

MARKETABLE SECURITIES REALIZED IN NET INCOME 10098

UNREALIZED GAINS ON MARKETABLE SECURITIES

ARISING DURING THE YEAR 1876

COMPREHENSIVE INCOME 15675

See accompanying notes



ARCADIA INVESTMENT CORPORATION
STATEMENT OF CHANGES IN SHAREHOLDERS EQUITY

YEAR ENDED DECEMBER 31 2012

Common Stock Accumulated

Shares Issued Other

and Comprehensive Retained

Outstanding Amount Income Earnings Total

BALANCESbeginningofyear 20000 131404 13616 612755 757775

Net income 23897 23897

Net change in unrealized gains on

marketable securities 8222 8222

Distributions to shareholders 320000 1320000

BALANCESendofyear 20000 131404 5394 316652 453450

See accompanying notes



ARCADIAINVESTMENT CORPORATION
STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31 2012

CASH FLOWS USED IN OPERATING ACTIVITIES

Net income 23897

Adjustments to reconcile net income to net cash

provided by operating activities

Depreciation expense 2712

Realized gains on sale of marketable securities 10098
Changes in operating assets and liabilities

Receivable from clearing broker 7120

Accounts receivable 66036
Prepaid expenses and other assets 11529

Accounts payable and accrued expenses 3598

Accrued profit sharing 11423

Net cash used in operating activities 38701

CASH FLOWS FROM INVESTING ACTIVITIES

Acquisition of equipment 1649
Sales of marketable securities 26098

Net cash from investing activities 24449

CASH FLOWS USED IN FINANCING ACTIVITIES

Distributions to shareholders 320000

Net cash used in financing activities

NET CHANGE IN CASH AND CASH EQUIVALENTS 334252

CASH AND CASH EQUIVALENTS beginning of year 664684

CASH AND CASH EQUIVALENTS end of year 330432

SUPPLEMENTAL DISCLOSURE OF CASH FLOW

INFORMATION

Cash paid during the year for local income taxes 7378

See accompanying notes



ARCADIA INVESTMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS

Note 1- Line of Business and Significant Accounting Policies

Line of business Arcadia Investment Corporation the Company is broker-dealer registered with

the Securities and Exchange Commission SEC and member of the Financial Industry Regulatory

Authority FINRA The Company operates as fully disclosed securities broker-dealer with institutional

customers throughout the United States Operations further consist of consulting activities and advisory

services

Use of estimates The preparation of financial statements in conformity with accounting principles

generally accepted in the United States of America requires management to make estimates based on

assumptions about current and sometimes future economic and market conditions which affect

reported amounts and related disclosures in the Companys financial statements Although the

Companys estimates contemplate current conditions and how management expects them to change in

the future as appropriate it is reasonably possible that future actual conditions could be different than

anticipated in those estimates

Revenue recognition Security transactions and related commission revenue and expense are

recorded on settlement date basis generally the third business day following the transaction

Differences between trade date and settlement date if any are not significant

Revenues from consulting activities and advisory services are recorded as fees when earned

Cash equivalents Cash equivalents are funds in money market account and are recorded at cost

which approximates fair value The Company considers short-term highly liquid investments with an

original maturity date of three months or less to be cash equivalents

Receivable from clearing broker Commissions receivable from clearing broker consist of

commissions due on closed sales The Company has not incurred any material credit related losses and

based on historical experience management has deemed an allowance for uncollectible accounts is not

necessary

Marketable securities and fair value measurements The Company accounts for its marketable

equity securities in accordance with the Financial Accounting Standards Boards FASB guidance on

accounting for certain investments in debt and equity securities This guidance requires certain

investments in debt and equity securities to be classified as trading available-for-sale or held-to-

maturity

At December 31 2012 the Companys marketable equity securities have been categorized as available

for-sale Available-for-sale securities are carried at fair value with the unrealized holding gains and

losses reported as separate component of shareholders equity For the purpose of determining gross

realized gains and losses the cost of securities sold is based upon specific identification The Company

uses quoted market prices in active markets for identical assets under Level of FASB guidance to

determine the fair value of the Companys marketable securities



ARCADIA INVESTMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS

Note Line of Business and Significant Accounting Policies continued

Equipment Equipment is stated at cost Depreciation is being provided on straight-line method over

the estimated useful lives of the related assets which range from 50 to 70 months

Income taxes The Company with the consent of its shareholders has elected to be an Corporation

for tax purposes Instead of paying corporate income taxes the shareholders of an Corporation are

taxed individually on their proportionate share of the Companys taxable income Therefore no

provision or liability for federal or state income taxes has been included in these financial statements

The Company is responsible for paying income taxes at the city and county level

The Company applies accounting principles which prescribe recognition threshold and measurement

process in accounting for uncertain tax positions and also provides guidance on various related matters

such as de-recognition interest penalties and disclosures required The Company does not have any

uncertain tax positions at December 31 2012 The Company files U.S federal and State of Oregon

income tax returns which are subject to examination by the taxing authorities for years 2009 and later

Subsequent events Subsequent events are events or transactions that occur after the balance sheet

date but before financial statements are issued The Company recognizes in the financial statements the

effects of all subsequent events that provide additional evidence about conditions that existed at the

date of the balance sheet including the estimates inherent in the process of preparing the financial

statements The Companys financial statements do not recognize subsequent events that provide

evidence about conditions that did not exist at the date of the balance sheet but arose after the balance

sheet date and before financial statements are issued Management has evaluated events and

transactions for potential recognition or disclosure through February 14 2013 the date the financial

statements were issued

Note Marketable Securities

Marketable securities consist of equity securities and include the following at December 31 2012

Cost 9600

Gross unrealized gains 5394

Fair value 14994



ARCADIA IN VESTMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS

Note Net Capital

The Company is subject to the SEC Uniform Net Capital Rule 15c3-1 which requires the maintenance of

minimum net capital and requires that the ratio of aggregate indebtedness to net capital both as

defined shall not exceed 15 to At December 31 2012 the Company had net capital of $364549 which

was $264549 in excess of its required net capital of $100000 The Companys ratio of aggregate

indebtedness to net capital at December 31 2012 was 0.35 to

Note 4- Commitments and Related Party Transactions

Lease The Company leases office space under month-to-month lease with certain shareholders The

lease requires the Company to pay for operating expenses of the office space principally real estate

taxes insurance repairs maintenance home owners association dues and utilities The lease is

accounted for as an operating lease Total rent expense including operating expenses was $26408 in

2012

Shareholder agreement The Company has shareholder agreement in effect which restricts the

transfer of shares of common stock The agreement provides the Company with the option to purchase

shareholders interest upon termination of employment death disability or normal retirement for an

agreed upon purchase price and with specified payment terms

Note 5- Employee Benefit Programs

The Company has 40 1k plan covering substantially all employees who meet prescribed

requirements The employers portion of contributions is at the discretion of the board of directors but

limited to the amount deductible for federal income tax purposes profit sharing contribution of

$100310 was accrued for the year ended December 312012

Note 6- Concentrations

The Company has cash and cash equivalents in the form of deposits which from time to time may
exceed depository insurance limits The Company has not experienced any losses in such accounts and

believes they are not exposed to any significant risk of loss Uninsured balances held by the Company
were not significant at December 31 2012

Two customers accounted for 26% of revenue during the year ended December 31 2012 and two

customers accounted for 93% of accounts receivable at December 31 2012
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ARCADIAIN VESTMENT CORPORATION
COMPUTATION OF NET CAPITAL

UNDER RULE 15c3-1 OF THE SECURITIES AND EXCHANGE COMMISSION

NET CAPITAL

Total shareholders equity 453450

LESS

Nonallowable assets

Accounts receivable 66036

Equipment 4536

Other assets 16080

86652

Net capital before haircut 366798

Haircuts cash equivalents and investments 2249

NET CAPITAL 364549

AGGREGATE INDEBTEDNESS 128628

COMPUTATION OF NET CAPITAL REQUIREMENTS

Minimum dollar net capital required 100000

Minimum net capital required at

2/3% of aggregate
indebtedness 8575

EXCESS NET CAPITAL 264549

RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL 0.35 1.00

Reconciliation with Companys computation There were no material differences between these

computations and the computations included in the Companys Part hA of Form X-17a-5 unaudited

report as of December 31 2012

10



ARCADIAINVESTMENT CORPORATION
COMPUTATION FOR DETERMINATION OF RESERVE

REQUIREMENTS UNDER RULE 15c3-3 OF

THE SECURITIES AND EXCHANGE COMMISSION

The Company is exempt from Rule 15c3-3 under Section k2ii in that all customer transactions are

cleared through another broker-dealer on fully disclosed basis

11



ARCADIA INVESTMENT CORPORATION
INFORMATION RELATING TO POSSESSION OR CONTROL REQUIREMENTS UNDER

RULE 15c3-3 OF THE SECURITIES AND EXCHANGE COMMISSION

The Company is exempt from Rule 15c3-3 under Section k2ii in that all customer transactions are

cleared through another broker-dealer on fully disclosed basis

12
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON INTERNAL

CONTROL REQUIRED BY SECURITIES AND EXCHANGE COMMISSION SEC RULE 17a-5

FOR BROKER-DEALER CLAIMING AN EXEMPTION FROM SEC RULE 15c3-3

Board of Directors

Arcadia Investment Corporation

Portland Oregon

In planning and performing our audit of the financial statements and supplemental schedules of Arcadia

Investment Corporation the Company for the year ended December 31 2012 in accordance with

auditing standards generally accepted in the United States of America we considered the Companys
internal control over financial reporting internal control as basis for designing our auditing

procedures for the purpose of expressing our opinion on the financial statements but not for the

purpose of expressing an opinion on the effectiveness of the Companys internal control Accordingly we
do not express an opinion on the effectiveness of the Companys internal control

Also as requiredby Rule 17a-5g1 of the Securities and Exchange Commission SEC we have made

study of the practices and procedures followed by the Company including consideration of control

activities for safeguarding securities This study included tests of such practices and procedures that we
considered relevant to the objectives stated in rule 17a-5g in making the periodic computations of

aggregate indebtedness or aggregate debits and net capital under rule 17a-3a11 and for

determining compliance with the exemptive provisions of rule 15c3-3 Because the Company does not

carry securities accounts for customers or perform custodial functions relating to customer securities

we did not review the practices and procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and recordation of

differences required by rule 17a-13

Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation of the Board of Governors of the Federal Reserve System

13
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON INTERNAL

CONTROL REQUIRED BY SECURITIES AND EXCHANGE COMMISSION SEC RULE 17a-5

FOR BROKER-DEALER CLAIMING AN EXEMPTION FROM SEC RULE 15c3-3

continued

Management of the Company is responsible for establishing and maintaining internal control and the

practices and procedures referred to in the preceding paragraph In fulfilling this responsibility

estimates and judgments by management are required to assess the expected benefits and related costs

of controls and of the practices and procedures referred to in the preceding paragraph and to assess

whether those practices and procedures can be expected to achieve the SECs above-mentioned

objectives Two of the objectives of internal control and the practices and procedures are to provide

management with reasonable but not absolute assurance that assets for which the Company has

responsibility are safeguarded against loss from unauthorized use or disposition and that transactions

are executed in accordance with managements authorization and recorded properly to permit the

preparation of financial statements in conformity with generally accepted accounting principles Rule

17a-5g lists additional objectives of the practices and procedures listed in the preceding paragraph

Because of inherent limitations in internal control or the practices and procedures referred to above

error or fraud may occur and not be detected Also projection of any evaluation of them to future

periods is subject to the risk that they may become inadequate because of changes in conditions or that

the effectiveness of their design and operation may deteriorate

control deficiency exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect

misstatements on timely basis significant deficiency is deficiency or combination of deficiencies in

internal control that is less severe than material weakness yet important enough to merit attention by

those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material weakness of the financial statements will not be prevented or

detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily identify all deficiencies in internal control that might be material

weaknesses We did not identify any deficiencies in internal control and control activities for

safeguarding securities that we consider to be material weaknesses as defined above

14



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON INTERNAL

CONTROL REQUIRED BY SECURITIES AND EXCHANGE COMMISSION SEC RULE 17a-5

FOR BROKER-DEALER CLAIMING AN EXEMPTION FROM SEC RULE 15c3-3

continued

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with

the Securities Exchange Act of 1934 and related regulations and that practices and procedures that do

not accomplish such objectives in all material respects indicate material inadequacy for such purposes
Based on this understanding and on our study we believe that the Companys practices and procedures

were adequate at December 31 2012 to meet the SECs objectives

This report is intended solely for the information and use of the Board of Directors management the

SEC the Financial Industry Regulatory Authority and other regulatory agencies that rely on Rule 17a-

5g under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers and

is not intended to be and should not be used by anyone other than these specified parties

Portland Oregon

February 14 2013
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WWW.MOSSADAMS.COM

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON APPLYING

AGREED-UPON PROCEDURES TO THE SIPC ASSESSMENT REQUIRED BY

SEC RULE 17a-5

Board of Directors

Arcadia Investment Corporation

Portland Oregon

In accordance with Rule 17a-5e4 under the Securities Exchange Act of 1934 we have performed the

procedures enumerated below with respect to the accompanying General Assessment Reconciliation

Form SIPC-7 to the Securities Investor Protection Corporation SIPC for the period from

January 2012 to December 31 2012 which were agreed to by Arcadia Investment Corporation the

Company and the Securities and Exchange Commission Financial Industry Regulatory Authority Inc
and SIPC solely to assist you and the other specified parties in evaluating the Companys compliance

with the applicable instructions of the General Assessment Reconciliation Form SIPC-7 The

Companys management is responsible for the Companys compliance with those requirements This

agreed-upon procedures engagement was conducted in accordance with attestation standards

established by the American Institute of Certified Public Accountants The sufficiency of these

procedures is solely the responsibility of those parties specified in this report Consequently we make

no representation regarding the sufficiency of the procedures described below either for the purpose for

which this report has been requested or for any other purpose The procedures we performed and our

findings are as follows In performing the procedures listed below differences of less than $1 were not

considered difference requiring reporting

Compared listed assessment payments in Form SIPC-7 as summarized in Exhibit to this report

with respective cash disbursement records consisting of copies of cancelled checks noting no

differences

Compared amounts reported on the Companys annual filing of audited financial statements for the

year ended December 31 2012 with the amounts reported in Form SIPC-7 for the period from

January 2012 to December 31 2012 noting no differences that would result in change to the

amount reported on Form SIPC-7 line 2d SIPC-7 Net Operating Revenue

Compared adjustments reported in Form SIPC-7 with supporting schedules and working papers

prepared by the Company noting no differences

16
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON APPLYING

AGREED-UPON PROCEDURES TO THE SIPC ASSESSMENT REQUIRED BY

SEC RULE 17a-5 continued

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related

schedules and working papers supporting adjustments in Form SIPC-7 noting no differences

We were unable to compare the amount of any overpayment applied to the current assessment

with the Form SIPC-7 on which it was originally computed as there was no such overpayment

amount stated on Form SIPC-7 and management represented to us that no such overpayment

exists

We were not engaged to and did not conduct an examination the objective of which would be the

expression of an opinion on compliance Accordingly we do not express such an opinion Had we

performed additional procedures other matters might have come to our attention that would have been

reported to you

This report is intended solely for the information and use of the specified parties listed above and is not

intended to be and should not be used by anyone other than these specified parties

1I4MLP
Portland Oregon

February 14 2013
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ARCADIA INVESTMENT CORPORATION
EXHIBIT

SCHEDULE OF ASSESSMENT PAYMENTS TO THE
SECURITIES INVESTOR PROTECTION CORPORATION

FOR THE PERIOD FROM JANUARY 2012 TO DECEMBER 31 2012

Date Paid Amount Paid

July 24 2012 792.30

January 23 2013 1147.00

1939.30
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